




























































Dear Mr. Chalstrom: 

Internal Revenue Service 
@)@ 

Date: 2 O J(JN J97J In r ep ly refer to· 

T:I:I:3:3 

Mr. James H. Chalstrom 
Comptroller's Auditor 
Office of the Comptroller 
Coptal Building 
Des Moines, Iowa 50319 

This is in regard to your letter of May 9, 1973, submitted 
on behalf of the employees of the State of Iowa, in which you 
request a supplemental ruling to a rul i ng letter issued by this 
office on February 21, 1973. In our prior ruling letter it was 
held that if a participating employee, including elected officials, 
reports his income using the cash receipts and disbursements 
method of accounting, the amounts payable under a proposed de
ferred compensation agreement (the "Agreement") will be includible 
in gross income only in the taxable year in which such amounts 
are received, or otherwise made available, whichever is earlier, 
to the employee or his beneficiary. 

You now advise that the State of Iowa desires to modify the 
Agreement by adding provisions thereto which will permit partici
pating employees to increase or decrease the amount of their 
compensation to be deferred, to terminate their participation, 
and to change their beneficiary. 

In a telephone conversation with a representative of this 
office on June 14, 1973, you represented that the proposed 
modification to the Agreement which you submitted in your 
May 9th letter would be changooto read as follows: 

"During continuation of employment, a 
participating Employee may elect to increase 
or decrease the amount of his compensation to 
be deferred under the plan for the next suc
ceeding calendar year by giving written notice 
thereof to Employer at least 30 days pcior to 
that calendar year. An employee may terminate 
his participation in the plan or change the 
beneficiary under the plan by giving Employer 
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Mr. James H. Chalstrom 

30 days prior written notice of such termina
tion or change. In the event an Employee so 
terminates his participation hereunder while 
continuing his employment, all Deferred Com
pensation Policies issued shall continue to 
be administered in accordance with the terms 
of this plan and the benefits accrued thereto 
shall only be distributed at such time and in 
such manner as is specified in this agreement . " 

It is held that the above modification will not affect 
the holding in our ruling letter dated February 21, 1973 . 

Sincerely yours, 

Chief, Individual Income Tax Branch 
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Internal Revenue Service 
' "{ liJl Guow@ln®fru0 l 0(c;: ~®~~cB 
D,Jtepl U G 1 6 l1J3 In reply refer to. 

T:I:I:3:3 

Mr. James H. Chalstrom 
Comptroller's Au1itor 

Dear Mr. Chalstrom: 

Iowa State Highway Commission 
Ames, Iowa 50010 

This is in reply to your letter of July 17, 1973, submitted 
on behalf of the employees of the State of Iowa, requesting a 
supplemental ruling to our ruling of February 21, 1973, as amended 
by rulin~dated March 4, 1973, and June 20, 1973. 

-
Our ruling of June 2~ 1973, stated that our ruling of 

February 21, 1973, would not be affected by the following 
addition to the State of Iowa deferred compensation plan: 

"During continuation of employment, a participating 
Employee may elect to increase or decrease the amount 
of his compensation to be deferred under the plan for 
the next succeeding calendar year by giving WTitten 
notice thereof to Employer at least 30 days prior to 
that calendar year. An employee may te~inate his 
participation in the plan or change the beneficiary 
under the plan by giving Employer 30 days prior 
WTitten notice of such termination or change. In 
the event an Employee so tenminates his partici
pation hereunder while continuing his employment, 
all Deferred Compensation Policies issued shall 
continue to be administered in accordance with the 
terms of this plan and the benefits accrued thereto 
shall only be distributed at such time and in such 
manner as is specified in this agreement." 

We hold that the following change in the above paragraph 
will have no affect on our February 21, 1973, ruling: 
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Mr. James H. Chalstrom 

" • • • An employee may terminate his participation 
in the plan or change the beneficiary under the plan by 
giving Employer prior WTitten notice of such termination or 
change ••• " 

Sincerely yours, 

o( ~ w. t(;tr(JuJ 
Chief, Individual Income Tax Branch 
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